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O R D E R  

On J u l y  17, 1984 ,  E a s t  Ken tucky  U t i l i t i e s  f n c . ,  ( " E a s t  

Ky.") r e q u e s t e d  a u t h o r i t y  to i n c l u d e  a temporary s u r c h a r g e  i n  i ts 

rates due to the loss of a major p o r t i o n  of its gas s u p p l y  from 

S o u t h e a s t e r n  G a s  Company ( " S o u t h e a s t e r n " ) .  The loss is t h e  r e s u l t  

of a break t h a t  o c c u r r e d  May 28, 1 9 8 4 ,  i n  t h e  main l i n e  t h a t  

crosses Beaver Creek. E a s t  Ky. e x p e c t e d  t h e  break to  be repaired 

at o n c e  b u t  S o u t h e a s t e r n  has i n d i c a t e d  i t  has n o  d e f i n i t e  p l a n s  t o  

restore service. East Ky. has b e e n  forced to depend  o n  Kentucky 

W e s t  V i r g i n i a  Gas Co. ("Ry. West") for almost all i t s  gas n e e d s .  

This has placed a s t r a i n  on East Ky. b e c a u s e  the cost of gas from 

KY. W e s t  is 10 t i m e s  t h a t  from S o u t h e a s t e r n .  

Based on p u r c h a s e s  for t h e  12 m o n t h s  ended  A p r i l  1984,  E a s t  

Ky. purchases 30 p e r c e n t  of i t s  a n n u a l  gas  s u p p l y  from 

S o u t h e a s t e r n  a t  a rate of 4 6  c e n t s  per Hcf. The r e m a i n d e r  is 

purchased from ~ y .  W e s t  at a c u r r e n t  rate of $3 .6759  per Dth 
i n c l u d i n g  t h e  Gas R e s e a r c h  I n s t i t u t e  f u n d i n g  c h a r g e .  With East 

Kcy. r e c e i v i n g  less t h a n  1 p e r c e n t  of its gas needs from 

S o u t h e a s t e r n ,  its average cost  of gae w i l l  i n c r e a s e  $1.21 per Mcf. 



The Commission is concerned about the potential hardship o n  

consumers  produced by t h i s  i n c r e a s e d  cost of gas. 

The Commission n o t e s  t h a t  E a s t  Ky. has e x c e s s i v e  l i n e  loss. 

The 1983 Annual  R e p o r t  shows u n a c c o u n t e d - f o r  gas equal to 

a p p r o x i m a t e l y  25 p e r c e n t  of p u r c h a s e s .  A t  t h e  i n c r e a s e d  cost of 

gas, this l i n e  loss rate r e s u l t s  i n  a n  a n n u a l i z e d  loss of o v e r  

$ 2 0 0 , 0 0 0 .  

The Commission is of t h e  o p i n i o n  a n d  f i n d s  t h a t  a h e a r i n g  

and  i n v e s t i g a t i o n  w i l l  be n e c e s s a r y  i n  order to d e t e r m i n e  t h e  

s t a t u s  of n e g o t i a t i o n s  be tween  E a s t  Ky. and S o u t h e a s t e r n  r e g a r d i n g  

t h e  r e s t o r a t i o n  0% s e r v i c e ,  t h e  a b i l i t y  of E a s t  Ky. to absorb par t  

of t h e  i n c r e a s e d  cost  of gas, a n d  t h e  n a t u r e  of East Ky.*s program 

to  r e d u c e  l i n e  loss a n d  p r o v i d e  safe, r e l i a b l e  and reaaonably 

p r i c e d  gas s e r v i c e  to  i ts  customers. 

F u r t h e r m o r e ,  a p p l i c a t i o n s  for a rate i n c r e a s e  must b e  

accompanied  by i n f o r m a t i o n  specif ied i n  t h e  Commiss ion ' s  

A d m i n i s t r a t i v e  R e g u l a t i o n s .  Therefore, E a s t  Ky. s h o u l d  file a n  

application for a rate i n c r e a s e  p u r a u a n t  t o  807 KAR 5r0018 S e c t i o n  

9,  w i t h i n  20 days from t h e  date of t h i s  Order. 

IT IS THEREFORE ORDERED t h a t  t h i s  case be a n d  i t  hereby is 
set fo r  h e a r i n g  on the 19th day of September, 1984,  at I t 3 0  p . m . ,  

E a s t e r n  Daylight Time, in t h e  Commission's officer a t  rrrnkfoct, 

Kentucky.  

I T  IS FURTHER ORDERED t h a t  an original and eight Copies Of 

t h e  i n f o r m a t i o n  r e q u i r e d  by 807 KAR 5 1 0 0 1 ,  S e c t i o n  98 s h a l l  be 

filed w i t h  EL copy to all par t i e s  of record w i t h i n  20 days from t h e  

date  of t h i e  Order.  
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I T  IS FURTHER ORDERED t h a t  E a s t  Ky. s h a l l  give n o t i c e  of 

the  hearing in accordance with the provisions of 807 KAR 5r011, 

Section 8 (Tariffs). 

Done a t  Frankfort ,  Kentucky, t h i s  29th day of August,  1984.  

PUBLIC SERVICE COMMISSION 

1 V ce C a man 

ATTEST: 

Becretary 


